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SUB J : FRG/BANGLADESH AID AND DEBT AGREEMENTS FOR 1974 

1. A TEN-MAN FRG DELEGATION, HEADED BY DR. FRANZ KLAMSER, 
SECRETARY, MINISTRY OF PLANNING, VISITED DACCA SEPTEMBER 24 TO 
OCTOBER 3, TO DISCUSS DEBT AND AID QUESTIONS. AN FRG EMBOFF 
PROVIDED OCTOBER 10TH THE FOLLOWING REPORT ON THE RESULTS OF 
THE DELEGATION S VISIT. 

2. THREE AGREEMENTS WERE SIGNED RESOLVING OUTSTANDING ISSUES 
IN THE AREAS OF (1) FRG ASSISTANCE TO BANGLADESH FOR CY 1974; 

(2) COMMERCIAL DEBT REPAYMENTS; AND (3) PUBLIC DEBT LIABILITIES 
(VIS-A-VIS PAKISTAN). THE VISIT WAS THUS SUCCESSFUL IN THAT ITS 
MAIOR PURPOSES WERE ALL ACCOMPLISHED. 

3. FRG ASSISTANCE FOR CY 1974. ON SEPTEMBER 30, A LOAN AGREEMENT 
FOR DM 90 MILLION (ABOUT $37.5 MILLION) WAS SIGNED. PROVIDING 

DM 65 MILLION FOR UNTIED COMMODITY IMPORTS AND DM 25 MILLION FOR 
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PROVIDE THAT NONE OF THE FUNDS WILL BE SPENT ON MILITARY 
EQUIPMENT OR LUXURY GOODS. THE LOANS ARE REPAYABLE OVER 50 YEARS, 
WITH 10 YEARS GRACE AND INTEREST AT 0.75 PERCENT. FOR A GRANT 
ELEMENT OF 84 PERCENT. THE PROJECT LOANS WILL BE DEVOTED TO 
ONGOING PROJECTS INCLUDING A PULP PLANT IN SYLHET AND THE EQUIVALENT 
OF $10 MILLION FOR THE ASHUGANJ FERTILIZER PLANT. THE PROJECT 
PIPELINE NOW TOTALS ABOUT DM 48 MILLION, INCLUDING SOME DM 6 
MILLION FOR THE BANGLADESH SHILPA BANK (WHICH RELENDS TO LOCAL 
INDUSTRIES). IN ADDITION TO THE DM 90 MILLION IN LOANS, THE FRG 
WILL PROVIDE ON GRANT BASIS 8,000 TONS OF WHEAT AND 10,000 TONS 
OF UREA FERTILIZER VALUED AT DM 4 AND DM 9 MILLION RESPECTIVELY. 

THESE LOANS AND GRANTS, ADDED TO THE GRANT OF 30,000 TONS OF 
WHEAT AT A COST OF NEARLY DM 15 MILLION ANNOUNCED EARLIER IN 
SEPTEMBER AND A PREVIOUS 9/8. 

TECHNICAL ASSISTANCE GRANT BRING 

TOTAL FRG BILATERAL ASSISTANCE TO BANGLADESH IN CY 1974 TO DM 142 
MILLION, OR ABOUT $51 MILLION. THIS COMPLETES FRG BILATERAL AID 
TO BANGLADESH FOR CY 1974. INCIDENTALLY, THE 30,000 TONS OF GRANT 
WHEAT MAY BE SOLD THROUGH THE RATION SHOPS AND THE BDG HAS 
UNRESTRICTED USE OF THE LOCAL CURRENCY PROCEEDS. (THE FRG EMBOFF 
NOTED THIS UNRESTRICTED USE OF THE PROCEEDS MAY WELL BE CHANGED 
IN ANY LATER FRG AGREEMENTS). 

4. COMMERCIAL DEBTS. THE BDG ACCEPTED LIABILITY FOR SOME (UN- 
SPECIFIED) SMALL AMOUNT OF COMMERCIAL DEBTS TO FRG FIRMS, AS 
WELL AS LIABILITY FOR CERTAIN FRG INSURANCE PAYMENTS. 

5. PUBLIC DEBT LIABILITY. THE FRG ALSO REACHED AGREEMENT WITH BDG 
ON THE LATTER'S LIABILITY FOR REPAYMENT OF FOREIGN PUBLIC 

DEBTS CONTRACTED BEFORE INDEPENDENCE. BDG ACCEPTED LIABILITY FOR 
DM 260 MILLION EQUIVALENT. HOWEVER, BDG OFFICIALS ARGUED THAT THE 
FOREIGN EXCHANGE REPAYMENT LIABILITY ON SOME DM 6.8 MILLION, 
REPRESENTING RUPEE REPAYMENTS ALREADY MADE AGAINST PREINDEPEN- 
DENCE PICIC AND IDBP SUB-LOANS TO EAST PAKISTANI BORROWERS, 

SHOULD REMAIN A LIABILITY OF PAKISTAN. FRG OFFICIALS AGREED TO 
RAISE THIS WITH PAKISTANI OFFICIALS; IF PAKISTAN REFUSES LIABIL- 
ITY (WHICH SEEMS A FOREGONE CONCLUSION), THEN IT IS AGREED BDG 
MUST PAY. AS A GESTURE TO LIGHTEN THIS BURDEN, THE FRG DELD-589, 

AGREED TO GRANT THE 8,000 TONS OF WHEAT CITED ABOVE. 
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